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KEY ECONOMIC INDICATORS 


(In million U.S. dollars) 
1981* 
GOVERNMENT BUDGET: (Est.) 


Budgeted revenues of which: 
Oil, gas and oil tax 
Government taxes and fees 
Government services revenue 
Mis. revenue 


PULIC EXPENDITURE: (Est.) 


Budgeted expenditure of which: 

Wages & salaries 

Public expenditure 

Unclassified exp. & transferred payments 
Development expenditure 


MONEY AND ASSETS 


Money supply of which: 

Currency outside banks 

Private deposits demand 

Private deposits time & savings 
Government deposits 

Bahrain Monetary Agency assets of which: 


Gold 

Other assets & foreign exchange 
Com. banks consolidated assets 
Offshore banking units assets 
Gross domestic product 
Inflation rate $% 


TRADE 

EXPORTS 

Oil (incl. Abu Safa) 
Non-oil 

US-share 

IMPORTS 

Oil (Crude) 

Non-oil 

US-share 

lrirst 3 months 
Imports value C.I.F. 
Exports value F.O.B. 
* FY in Bahrain is coterminus with CY 


Source: Bahrain Monetary Agency 





Background 


Bahrain, a small island state in the politically turbulent 
Arabian Gulf, has linked its economic future to the building of 
a viable regional services and industrial center. It is 
already the Gulf's principal base for banking and insurance and 
ship repair. It seeks to become the Gulf's focal point for 
regional business operations and Gulf joint venture industrial 
projects. 


Bahrain enjoys the most efficient communications system in the 
Gulf and is actively developing its educational sector, 
petroleum services, and selected industries such as 
petrochemicals, aluminum smelting and extrusion, and iron ore 
pelletizing. Bahrain's population is hard working and was 
exposed to modern education a generation earlier than its 
neighbors. Bahrain has one of the most stable governments in 
the Middle East: the Al-Khalifa family has ruled the island for 
about two centuries, and the same pragmatic, western-oriented 
team of ministers has with few changes directed Bahrain's 
affairs since the withdrawal of the British protectorate in 
1971. 


During the past decade, Bahrain has transformed itself from a 
remote, sleepy island, little noted save for its archeological 
sites, pearl fishing and oil refinery into a modern, 
sophisticated, and diversified economy. Between 1973 and 1981, 
the economy of Bahrain was completely transformed. This rapid 
and somewhat uneven economic growth typically was accompanied 
by high inflation and some social dislocation as living and 
working patterns took new forms. Many Bahrainis were not 
altogether displeased when the economy cooled in 1979. 


New project planning between 1980 and 1983, much of it the 
product of joint ventures with its wealthier neighbors, once 
again quickened the island's economic activity. Some 
unfinished major projects originally targeted for completion in 
1984 through 1986 will be stretched out to better accommodate 
budgetary restraints in the light of falling oil revenues. 

This should prove helpful to the overall economy and temper 
inflation. 


Continued economic development in Bahrain depends heavily upon 
three factors largely beyond the control of those who manage 
Bahrain's affairs. Outweighing all other factors is the 
regional political stability which is essential for Bahrain to 
Maintain the international business confidence necessary for 
its development as the mercantile and financial center of the 
Gulf. As the Gulf state poorest in mineral resources, it is 
the most economically vulnerable to any withdrawal of that 
confidence. Further, since regional political disputes as well 
as the Iranian revolution find echoes in elements within the 
Bahraini community, Bahrain needs regional peace so that its 
social and political development can keep step with its 
economic growth. 





A secondary, but nevertheless important, factor for Bahrain's 
growth is the continued ability of the other Gulf states to 
carry through their financial commitments to Bahrain, 
particularly those involving joint ventures in industrial 
development. Falling oil revenues and major budget deficits in 
neighboring states have the potential to jeopardize 
second-generation industrialization projects in Bahrain. 
Government policy officials, however, state that projects now 
budgeted will be carried out. 


Finally, the Gulf Cooperation Council (GCC), composed of Saudi 
Arabia, Kuwait, the UAE, Qatar, Oman, and Bahrain, has made a 
promising beginning since its foundation in May 1981, but must 
continue to strengthen its economic planning and cooperation. 
The GCC decision to make Bahrain and Oman the venue for all 
future GCC joint industrial projects holds great promise for 
both States. Also, the GCC Unified Economic Agreement which 
came into effect in March, 1983, could encourage the 
development of Bahrain's embryonic light industry sector. 
Manufactured goods may now qualify as national products and 
therefore be free from duties in any GCC state if 40 percent of 
the costs of the finished products are value added in a GCC 
state. Because many Bahraini merchants are re-exporters, the 
free access for GCC ships to member ports and the exemption of 
passengers and goods from fees and taxes will boost 
re-exporting activities. 


BUDGET 


The budget is both the Government's principal instrument of 
economic development and its barometer of progress. Bahrain's 
1982-1983 budget calls for expenditures of BD 1.2 billion 
($3.18 billion), almost double the BD 668 million ($1.77 
billion) allocated for 1980 and 1981. 


For more efficient planning, the Government presents biennial 
budgets; although until 1983, it had a 4-year investment plan. 
In 1983 it was decided to expand the 4-year program to 6 years 
because only BD 175 million ($435 million) of the BD 330 
million ($880 million) earmarked for 1982 was spent. Clearly 
the absorptive capacity of the economy is more modest than had 
been thought. 


The largest amount allocated to any sector for the 2-year 
period is BD 77.5 million ($205.4 million) to education, 
followed by BD 65.5 million ($173.6 million) to the Ministry of 
Works, Power and Water, and BD 62 million ($164.3 million) for 
health. 


Spending on power generators and water desalinatior top the 
list, with airport expansion, improvement of drainage and 
sewerage, and port and road development following closely. 





The budget does not include large projects in Bahrain financed 
by other Arab governments or international financial and 
investment institutions including the causeway, a cracking 
plant, a twin ammonia and methanol plant, and the Gulf 
University. The budget, however, does include yearly 
appropriations for Bahrain's share of such projects. 


Bahrain's gross national product increased by 9 percent in 1981. 


OIL AND GAS 


The discovery of oil on June 1, 1932, and its production 2 
years later, made Bahrain the first country in the lower 
Arabian Gulf and Arabian Peninsula to have an oil-based economy. 


The Bahrain Petroleum Company Limited (BAPCO) was formed in 
1936 and soon after became a subsidiary of the Caltex 
Petroleum, Corporation (50% Socal, 50% Texaco) and was the 
first modern industrial establishment in the Arab Gulf states. 
For half a century BAPCO has trained Bahrainis to work in and 
Manage a modern economy. Many of Bahrain's senior civil 
servants and technical personnel are former BAPCO employees. 
Although today Bahrain is the Gulf's smallest crude producer 
and attempts have been made to diversify the economy, petroleum 
supplies the State with approximately 70 percent of its 
national revenue. More than half of the revenues, however, do 
not derive from Bahrain's own oil production. By agreement 
with Saudi Arabia, Bahrain receives half of the income from the 
sale of crude from the offshore Abu Safa field which lies 
wholly within Saudi territorial waters adjacent to the 
Saudi-Bahrain boundary line. 


Annual production from Bahrain's own onshore oil field has been 
declining since the 1977 peak of 77,000 barrels per day; 
remaining recoverable reserves are about 430 million barrels. 
In 1982 Bahrain's 241 production wells yielded an average of 
44,000 barrels per day. 


The average throughout for 1982 at the BAPCO refinery was 
94,268 barrels per calendar day compared to the former all-time 
high of 258,822 in 1977. (In addition to the Bahraini crude, 
the refinery processes about 200,000 bpcd of Arabian light 
crude delivered by underwater pipelines from Saudi Arabia.) 

The bulk of the refined products are exported to many countries 
around the world, with only 3 percent of the refinery output 
consumed locally. 





Modest reserves and declining production of oil have stimulated 
exploitation of Bahrain's substantial natural gas reserves. 
Today the naturally occurring gas in the Arab zone is 
essentially depleted and is used to maintain reservoir 
pressure. However, gas occurring as a separate accumulation in 
the deep Khuff stratum ("unassociated" gas) may total about 12 
billion cubic feet but this estimate is still to be confirmed. 
Only 12 Khuff wells have so far been drilled. Khuff gas is 
currently produced at a rate of approximately 421 million cubic 
feet per day during the summer months, falling off to about 313 
Million cubic feet per day during the winter. Approximately 36 
percent of this unassociated gas is used for reinjection into 
the oil-reservoir to stimulate oil production, 23 percent as 
refinery fuel gas, 30 percent for power generation and water 
desalination, and 11 percent for power in ALBA's aluminum 
smelter. The Khuff reserves could last 50 years if their use 
is retained only for these purposes and as fuel or feedstock in 
currently planned industrial development. 


Associated gas produced along with crude oil is the basis of 
Bahrain's successful liquefaction industry. Previously about 
100 million cubic feet per day of this associated gas was 
vented to atmosphere. It is now routed to the Bahrain National 
Gas Company (BANAGAS) liquefaction plant which opened in 
December 1979. The 75 percent government-owned company produced 
in 1982: 985,749 barrels of propane, 890,443 barrels of butane, 
and 1,139,434 barrels of naphtha. The "tail gas" from the 
plant is piped to ALBA where it is combined with Khuff gas for 
use as fuel in power generation. 


In July 1980, the Government announced the acquisition for an 
undisclosed price of a 60 percent share of the previously 
wholly Caltex owned refinery. To manage its remaining 
interests in Bahrain, the Caltex Petroleum Corporation created 
a wholly-owned subsidiary company, Caltex Bahrain Limited. 
This new company continues to carry out the local marketing of 
lube oils and coordinates the supply and distribution functions 
for Caltex's remaining 40 percent share of the refinery. The 
Caltex/government joint venture refining company, the Bahrain 
Petroleum Company B.S.C. (Closed), processes crude oil on 
behalf of the two shareholders. 


In January 1981, the Government established the Petroleum 
Marketing Unit within the Ministry of Development & Industry to 
market finished products from the Government's share of the 
BAPCO refinery. 





In January 1982, the Bahrain National Oil Company took over 
full responsibility for the management and operation of the 
onshore oil producing activities together with all offshore 
exploration and development. These moves are consistent with 
the long term trend in the region of national governments 
assuming control of production, refining and marketing of their 
petroleum resources. 


Bahrain took a long step forward in 1980 toward building a 
petrochemical industry to complement its oil and gas production 
when it formed the Gulf Petrochemical Industries Company (GPIC) 
as an equal tripartite joint venture of Petrochemical 
Industries of Kuwait (PIC), Saudi Basic Industries Corporation 
(SABIC) and the Bahraini Government. Snamprogetti, a 
subsidiary of Italy's state hydrocarbon concern, Ente Nazionale 
Idrocarbure, will construct the main complex of twin plants 
which will produce 1,000 tons a day of ammonia and methanol. 
There should be many opportunities for U.S. firms to win 
secondary contracts from the GPIC operation for industrial 
supplies of many kinds. 


The $400,000 contract for the feasibility study of an even 
larger process engineering project, the Heavy Oil Conversion 
Company (HOCC) (with 40 percent Bahraini ownership and 30 
percent each Saudi Arabia and Kuwait), was awarded to Lummus 
Engineering of Bloomfield, New Jersey. Lummus is investigating 
about 30 possible plans for the project and will recommend the 
three most viable. Construction of the plant, estimated at $l 
billion, will be among the largest ever undertaken in Bahrain. 
HOCC will build a hydrocracking unit to upgrade 80,000 barrels 
a day of the shareholders' low-quality residual fuels into 
high-value products such as naphtha and benzene. Opportunities 
for U.S. firms include contracts for a marine study, an 
environmental impact study, and a market survey, among others. 


INDUSTRY 


The Government of Bahrain has sought to create an industrial 
establishment that will be the basis of the Gulf's first 
economy not directly based on petroleum production. These 
industries provide not only income for the State but also jobs 
and training for Bahrainis, and they stimulate local satellite 
industries and workshops. At the same time, the success of 
these new industries is linked to the petroleum sector, either 
directly (as with the planned ammonia/methanol plant discussed 
above) or indirectly. 





Aluminum smelting is Bahrain's leading example. Apart from 
oil, aluminum is the country's most securely established 
industry. Aluminum Bahrain (ALBA) produces aluminum for its 4 
investors: Government of Bahrain, 57.9 percent; Saudi Public 
Investment Fund, 20 percent; Kaiser Aluminium Bahrain, 17 
percent; and Breton Investment, 5.1 percent. Despite the 
continued metals depression, ALBA operated at its new full 
capacity (170,000 metric tons) in 1982 and showed a new 
finished production figure of 170,960 metric tons. This is an 
increase of 29,644 metric tons over 1981. Continuing its 
stockpiling policy, ALBA has set a 1983 production target 
slightly higher than the 1982 production figure. In late 1982 
ALBA's board agreed to a feasibility study (due to be completed 
in May 1983) for a plant modernization project, incorporating 
pollution control. If the project is undertaken, it could 
result in the expenditure of $66 million over the next two 
years, providing good opportunities for outside contracts. 

The present project to expand billet and homogenizing 
facilities is due to be completed in mid 1983. 


The Governments of Bahrain and Saudi Arabia market their ALBA 
product shares, representing 78 percent of ALBA's total output, 
through the Bahrain-Saudi Aluminium Company (BALCO), owned by 
both governments. BALCO sells to 74 customers in 19 countries, 
including the Middle East, Indian subcontinent, Southeast Asia 
and East Asia. BALCO is expected to show a net loss for 1982 
of $35 million, compared to a profit of $48.5 million in 1980 
and $12.3 million in 1981. In January 1983, BALCO projected a 
net loss of $26 million for 1983. However, the recent 30 
percent increase in world aluminum prices has created optimisi 
within the local aluminum industry that BALCO will do much 
better than this projection. 


A new related industry planned for Bahrain is the Gulf Aluminum 
Rolling Mill Company (GARMCO), a joint venture between all Gulf 
Arab governments, including Iraq. Aluminum strip and sheets 
will be produced by the 40,000 ton mill. The U.S. firm Kaiser 
Engineers is the consultant for the project. Bids by 10 
prequalified international companies received in December, 
1982, are under review by GARMCO's board, and a turnkey 
contract is expected to be awarded mid 1983. 


Bahrain Extrusion Company (BALEXCO), the first extrusion plant 
in the Gulf, is 100% government owned and a major customer of 
Aluminum Bahrain. The company increased its output of aluminum 
extrusion from 3,300 tons in 1981 to 4,200 tons in 1982 and 
projects a production figure of 4,500-4,800 tons for 1983. The 
bulk of its output is unfinished systems (cladding, doors, 
window frames, etc.) supplied directly to the construction 
industry. BALEXCO supplies Bahrain's total needs for aluminum 
’ extrusion and exports the remaining 80 percent, having gained a 
12 percent share of the Gulf market. 





Founded in 1980 by Arab public and private shareholders, 
Bahrain's first steel company, the Arab Iron and Steel Company 
(AISCO), is expected to start production by the end of 1984. 
Kobe Steel Company of Japan was awarded the $220 million 
contract to build an iron ore pelletizing plant with an 
expected production capacity of 4 million tons a year. At the 
plant site, a 300 meter jetty with a capacity for ships up to 
100,600 tons is being built by sub-contractor Balfour Beatty 
Construction of England. 1.2 million square meters of land is 
being reclaimed for the plant project. Half of this area will 
be for this pelletization plant and half for either a 
downstream project or another pelletization plant as one plant 
cannot meet the steel demands from the Arabian Peninsula and 
Iraq. 


THE CAUSEWAY 


Work began in early 1982 on the single largest construction 
project in the history of the Gulf, the building of a road link 
between Bahrain and Saudi Arabia. The construction contract of 
$564 million was awarded to a consortium called Bandar Ballast 
led by the Dutch firm Ballast Nedam Group. The project is 
expected to be completed in 1986. 


Government officials and leading Bahraini businessmen are very 
optimistic about the project's positive benefits for Bahrain. 
In addition to assisting Bahrain to remain prosperous and, 
therefore, more likely to remain politically stable, Saudi 
Arabia will also benefit from the causeway which will 
constitute the necessary transportation link to enable 
Bahrain's work force and light industry to develop in a manner 
complementary to the Saudi Arabia's huge Eastern Province 
industrial development projects. 


HOTELS 


Bahrain boasts an abundance of luxury hotels -- Hilton, Ramada, 
Holiday Inn, Regency Intercontinental, Gulf, Sheraton, Diplomat 
and Delmon -- with room rates in the $60 - $100 range. The 
business traveler is likely to have little trouble getting a 
reservation on short notice, unless he or she arrives during 
one of the major trade shows at the Bahrain Exhibition Center. 
Bahrain is the only country in the Gulf where American 
businessmen can obtain 72-hour visas upon application on 
arrival at the airport. 





BANKING AND FINANCE 


No sector of Bahrain's economy has witnessed a more dramatic 
growth than that of banking and finance, and no sector is more 
responsible for Bahrain's economic transformation. 


By early 1983, Bahrain, despite its relatively low per capita 
income compared with the other Gulf states, had become the 
premier banking and financial center of the Gulf. In early 
1983, it was estimated that about 3 percent of the work force 
was engaged in banking. Ancillary markets in insurance, 
commodities and securities have also been developed. 


In early 1983, Bahrain had 143 licensed banks, some with more 
than 1 type of license: 73 offshore banks (OBUs), 19 full 
commercial banks, 54 representative offices, and 9 investment 
banks. Banks from virtually every geographical area of 
importance in the world economy are represented within the 
Bahrain market. 14 U.S. banks have offices in Bahrain. 


The major western banks, so well established in Bahrain, are 
being joined by new and aggressive Arab banks with large 
amounts of public funds at their disposal, reflecting the trend 
among Arab financial institutions to play a larger role in 
investing Arab government funds. Bahrain is the headquarters 
of two major Arab banking consortia, the Gulf International 
Bank (GIB) (an OBU owned by the Governments of Bahrain, Kuwait, 
Oman, Qatar, UAE, Iraq, and Saudi Arabia, with $21 billion in 
assets) and the Arab Banking Corporation (ABC), with paid-in 
capital of $1 billion, a Kuwait-Libya-Abu Dhabi venture. 


Commercial banks' total assets increased by 25 percent in 

1982. At the end of the year, assets totalled BD 1.526 billion 
($4.047 billion) ,compared with BD1.239 billion ($3.286 billion) 
in 1981. Private sector deposits stood at BD 709.8 million 
($1.883 billion) compared with BD 667.2 million ($1.770 
billion) in 1981, while credit facilities increased by BD 73.3 
million ($194.4 million) to BD 568.6 million ($1.508 billion). 


The year-end figures for offshore banking units (OBUs) show 
assets of $59 billion -- only slightly up on 1981's $58.3 
billion. OBUs are not taxed on profits and pay only an annual 
license fee of $25,000. They are prohibited from carrying on 
commercial banking operations in Bahrain, but their economic 
contribution to the island's economy is immense. In rents, 
salaries, license fees and other local expenditures, OBUs 
annually add approximately $75 million in foreign exchange 
income to Bahrain. They have also created more than 1,000 jobs 
for Bahrainis and offered substantial training in banking and 
financial services. 





AGRICULTURE 


Bahrain's 1982-85 four-year plan contains $81.2 million for 
agricultural development. The goal of the funded agrarian 

projects is to expand local agricultural production from 6 

percent of domestic foodstuff requirements to 16 percent. 


The plan calls for self-sufficiency in egg production, near 
self-sufficiency in poultry, meat, and domestic milk production 
supplying 30 percent of the local needs. The acreage devoted 
to vegetable cultivation will be expanded and modified 
greenhouses introduced which utilize drip irrigation. The 
resultant increase in production will allow domestic vegetable 
output to provide 75 percent of the projected needs. Other 
projects include treatment of sewage for use as fertilizer, 
improvements in drainage in low-lying areas, and enhanced 
marketing and processing facilities for locally produced 
agricultural goods. Opportunities for U. S. exporters include 
but are not limited to meat, fresh and dried fruits, nuts, 
processed vegetables, convenience foods, and participation in 
the agricultural development projects. 


EXEMPT COMPANIES 


The successful experiment of offshore banking led to the 
introduction in 1977 of the offshore company system. 
Businesses that plan long-term activity in the area can be 
incorporated in tax-free Bahrain for a period up to 25 years 
and acquire Bahraini nationality. Such a company's capital 
cannot be less than $53,000, and the company can be owned 
partly or wholly by Bahraini and/or non-Bahraini partners. The 
registration fee is $6,666 with the same amount payable 
annually for renewal. When the system was first introduced, 
the companies had to take the form of closed joint stock 
companies and could not offer shares for public subscription. 
However, in 1979, the law was changed to allow for public 
subscription. The registration fee for a public shareholding 
exempted company is $26,666, again payable annually for 
registration renewal. Exempt firms, which now include 
financial and management consultants, accountants, equipment 
lessors, insurers and engineers, provide many advantages for 
Bahrain: jobs for Bahrainis and money spent locally for rents, 
goods, and services. 





SHIP REPAIR 


Bahrain's location adjacent to one of the world's busiest 
shipping routes, makes ship repair a logical local venture. In 
addition to having three small repair yards, Bahrain is the 
site of the large Arab Shipbuilding and Repair Yard (ASRY). 
Five years old in December, 1982, ASRY is owned and financed by 
seven members of OAPEC: Bahrain, Iraq, Kuwait, Libya, U.A.E., 
Qatar and Saudi Arabia. Facing the worldwide reduction in 
business and government subsidies to repairers in countries 
like Japan, Greece and Spain, ASRY has yet to make a profit. 
Since its inception, ASRY has repaired 500 vessels, half of 
which were in the supertanker class. To diversify its 
industrial base and utilize spare capacity at the yard, ASRY 
took a 15 percent shareholding in the Kuwait Desalination Plant 
Company in November 1981. As a result, ASRY hopes for a major 
role as a steel fabricator for desalination and petrochemical 
projects in the area. ASRY management hopes that a larger 
proportion of members‘ national shipping fleets will be 
repaired at the yard. ASRY's General Manager announced that of 
the 68 supertankers repaired at ASRY in 1982 (by the end of 
November), only 40 percent were Arab owned. In 1982, dry dock 
occupancy was close to its maximum of almost 90 percent while 
ship-repair revenues rose by 5 percent to nearly $25 million. 
The company feels it is close to the break-even point five 
years ahead of predictions. 


Far from being conceived as merely a commercial venture, ASRY 
was intended, and has proved, a major vehicle for technology 
transfer to the Arabian Gulf. It has benefited both from 
spin-off services and associated contracts and from intensive 
staff-training programs aimed a maximum Arabization. Currently 
65 percent of the 1200 person work force and half of the top 
Management team are Arab. 


EDUCATION 


One of Bahrain's foremost assets in attracting foreign business 
is its well- educated population. Bahrain has the oldest 
public education system in the Gulf. The first primary school 
for boys opened 64 years ago. In 1982/83 there were 75,434 
students and 4,450 teachers in 126 public schools. There are 
48 private schools including kindergartens. Among the better 
private schools is the U. S. accredited and operated Bahrain 
International School, which offers classes from primary through 
high school. 
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Higher education is rapidly expanding in Bahrain. The 6-year- 
Old College of Health Sciences has graduated 500 students ina 
wide variety of health-related fields and plans a new 
three-story nursing center. Gulf Technical College, founded in 
1968 to meet the technical and vocational needs in the Gulf, 
has been renamed Gulf Polytechnic to reflect its expanded and 
upgrated course program. Neighboring Bahrain University 
College of Arts, Sciences and Education, with 750 students 
currently, expects to have 2,500 by 1990. It opened a new 
science building this year. 


Construction of the College of Medicine, under way and due 
completion in 1984, is the first phase of the estimated 
$300-$400 million Gulf University project, a joint venture of 
the six Gulf states and Iraq. Development of the main 
university site and a marine science center, will follow with 
facilities for 7,000 students by the year 2000. In the future, 
there will be good opportunities for American companies to bid 
for furniture, systems, equipment, laboratory apparatus and 
supplies. 


COMMUNICATIONS AND TRANSPORT 


Rapid and reliable communications are essential to Bahrain's 
position as an international business and financial center. In 
July, 1981, the Bahrain Government and local interests took 
over 60 percent of Cable and Wireless' operations on the island 
and formed a new company, Bahrain Telecommunications, B. S. C. 
(BATELCO). 


BATELCO is managed by a seven-member board, with Ibrahim 
Humaiden, Minister of Transportation and Communications, as 
Chairman. 


Bahrain has about 89,000 telephones and 1700 telexes. Through 
2 satellite earth stations, the island now has direct dial 
service to over 20 countries throught the world including North 
America, Western Europe, and the Far East. BATELCO's services 
include data transmission, national and international leased 
circuit networks, maritime communications, international data 
base access, mobile automatic telephone service, paging 
systems, and facsimile transmission. 


Bahrain's excellent Mina Sulman port is expected to have 
expanded business with the handling of Saudi-destined cargoes 
after the completion of the Bahrain-Saudi causeway in 1986. An 
expansion program, including modern container and roll-on 
roll-off facilities, new equipment and improved management have 
made Mina Sulman one of the Gulf's most efficient ports. In 
1982 the port handled 1072 ships and over 2.7 million tons of 
cargo, compared to 957 ships and 1.9 million tons in 1981. 
Ships often turned around within 24 hours. Barber Lines, 
Maersk, Nedlloyds, and United Arab Shipping provide direct and 
regular cargo service to Bahrain from U. S. east coast ports. 





Bahrain's International Airport plays a vital role in the 
island's economy. In 1982, the airport handled 3.2 million 
passengers, compared with 3 million in 1981. Twenty-six 
international carriers, including Gulf Air, British Airways, 
Qantas, Singapore Airlines, UTA, and Cathay Pacific serve 
Bahrain's airport. It is a principal stopover on Europe-Far 
East routes. The rapid growth in passenger traffic has 
strained the airport's facilities. One extension phase has 
recently been completed, which has expanded the arrival and 
departure areas, bringing the total air bridges to seven. 
Thus, the outer apron space, when fully utilized, can handle 
jumbo jets simultaneously. The Government is considering 
further extensions. 


Gulf Air, Bahrain's "home" carrier, is the airport's largest 
user. One of the earliest and most successful ventures in 
regional economic cooperation, Gulf Air -- owned by the 
Governments of Bahrain, Qatar, Oman, and the UAE -- has its 
administrative offices and certain maintenance facilities in 
Bahrain. 


In 1982 Gulf Air carried over 2.3 million passengers on routes 
extending from London and Paris to Hong Kong and Manila and 
showed a profit in excess of $20 million. 


For the time being, Gulf Air is focusing on consolidation 
rather than expansion in the face of increasing competition on 
international routes. Demand for seats, however, is growing, 
especially on the Gulf-Far East routes, due to the large number 
of South and South East Asian workers employed in the Gulf. 


IMPLICATIONS FOR THE UNITED STATES 


The United States has a strong and long-established position in 
Bahrain's society and commerce. Today, between 1,500 and 1,700 
Americans live in Bahrain, and 72 U. S. firms have established 
offices and industrial and service operations here; hundreds 
more are represented through local agents. 4 of Bahrain's top 
hotels are managed by U. S. firms, 14 American banks are 
established on the island; and for years, Bahrain has welcomed 
visits by U. S. Navy ships on station in the Gulf. 


Bahrain's import needs for the next 5 years are primarily in 
areas where U. S. design, technology, and manufacture excel. 
The U. S. Embassy has identified the following sectors as 
especially promising for U. S. exporters over the next 4 years: 
business equipment, including computers and peripherals; health 
care equipment; water desalination equipment and systems; home 
and office furniture; agricultural products; laboratory, 
scientific, and engineering equipment; electrical power 
generation, transmission, and control equipment; building 
supplies of all kinds; sewer and water main line pipes, 
fittings and accessories; office/home security equipment; 
banking equipment; and street lighting devices. 





American exporters or business people seeking to locate in 
Bahrain will find the island a hospitable place to live and 
work. Personal visits, especially for the new-to-market firm 
are most important in securing the confidence of the Bahraini 
buyer in one's firm and product. 


It is best to avoid visits to Bahrain between June and 
September, because of the intense heat and humidity and the 
fact that Bahraini businessmen take their vacations during this 
period. Visits are also to be avoided during the holy month of 
Ramadan (in 1983 from June 11 to July 10; in 1984 from June 1 
to June 30) when Muslims fast and the workday is cut short. 


Prompt and attentive follow up on agreements or contacts is a 
must; the American exporter must remember he is facing stiff 
competition in Bahrain from the well-established British and 
the aggressive French and Japanese firms. Foreign firms may 
sell directly to Bahraini merchants without intermediaries, 
though often a local agent is advisable. If an agent is 
appointed, he must be a Bahraini citizen or company and with 
exclusive agency rights. It is possible, however, to sign 
agency agreements for specific products within a company's line 
or for a fixed period of time. A firm wishing to engage itself 
directly in the island's commerce by opening an office in 
Bahrain must have a local sponsor. Establishing major 
manufacturing, assembly, warehousing, or services operations 
for the Bahraini market requires local incorporation and 51l 
percent Bahraini participation. But firms wishing to make 
Bahrain their regional base, while not competing in the local 
Market, may secure offshore or exempt status. In many cases, 
an exempt company which merchandizes products may nevertheless 
petition the Ministry of Commerce to sell them in the Bahraini 
market. If approved, the company pays the standard duty. 
Exempt companies may or may not have Bahraini participation at 
the discretion of the parent firm, but any activity within 
Bahrain's domestic commerce must be conducted through a local 
agent. American firms should carefully review Bahrain's Agency 
Law and seek counsel of local attorneys, the Bahrain Chamber of 
Commerce and Industry, or the American Embassy in Manama. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:505 








